Corporate governance and technical efficiency of government linked companies (GLCs) in Malaysia: a stochastic frontier approach / Jennifer Tunga Janang by Tunga Janang, Jennifer

I n s t i t u t e  o f  G r a d u a t e  S t u d i e s  ( I G S )
46
Name  :  AREEG ABDULGHANI ALMOWALAD
Title  :  THE EXTENSION OF TECHNOLOGY ACCEPTANCE MODEL (TAM): EFFECTS OF 
  SOCIAL MEDIA, FACILITATING CONDITIONS AND PERCEIVED RISK IN ONLINE 
  PURCHASE IN SAUDI ARABIA
Supervisor  :   DR. LENNORA PUTIT (MS)
    PROF. DR. SOFIAH ABD RAHMAN (CS)
Name  :  JENNIFER TUNGA JANANG
Title  :  CORPORATE GOVERNANCE AND TECHNICAL EFFICIENCY OF GOVERNMENT 
  LINKED COMPANIES (GLCs) IN MALAYSIA: A STOCHASTIC FRONTIER 
  APPROACH 
Supervisor  :   PROF. DR. HJH. NORHANA SALAMUDIN (MS)
    ASSOC. PROF. DR. ROSITA HJ. SUHAIMI (CS)
  
In Saudi Arabia, there is currently an active revolution not only in its 
physical and economy development, but also in the purchasing behaviour 
among Saudis. The world is observing massive change in people’s 
behaviour in communication and the influence technology has on it. 
This has led to numerous studies related to information technology and 
purchasing behaviour, in particular the reality of online purchasing in 
Saudi Arabia. As it involves technology, the Technology Acceptance 
Model (TAM) has been widely used in various studies in the attempt 
to understand people’s intention and actual behaviour online through 
the involvement of several external factors. This study is designed to 
examine the effects of ease of use, usefulness, enjoyment, and trust as the 
direct antecedent to intention, while social media, facilitating conditions 
and perceived risk are the moderating effects between intention and 
actual purchase to be able to advance the theories in TAM. This study 
aims to answer seven research questions by proving seven hypotheses 
involving seven relationships of dependent, independent as well as 
moderating variables. As the study employed a quantitative research 
design, 500 questionnaires were distributed to respondents identified 
using the snowball sampling method, however only 208 were successfully 
The performance of government linked companies (GLCs) has been the 
subject of scrutiny from both the perspective of academic research and 
policy formulation. With trade liberalization and increasing global market 
competition, GLCs efficiency becomes relevant to ensure sustainable 
economic growth not only for the Malaysian economy but to remain as key 
players in the regional and international markets. Corporate governance and 
how it has affected firm performance is a much-debated issue and there 
is voluminous literature aimed at understanding its role in maximizing 
firm profitability and market value. However, studies on its effects on the 
economic efficiency as another indicator for performance are still minimal.
This study’s objectives are two folds: First, applying the Stochastic Frontier 
analysis with inefficiency effects model, in estimating technical efficiency of 
GLCs against selected foreign owned firms (FFs) as international benchmark. 
The analysis uses 31 GLCs and 15 FFs listed in Bursa Malaysia over a period 
between 2001 and 2012 (12 years). Second, applying a similar model to 
the 31 GLCs over the same period, and allowing inefficiency effects to 
be a function of a set of explanatory variables, that measures corporate 
governance mechanism. 
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analysed and discussed. Data analysis was successfully conducted using 
a Structural Equation Model (SEM) and the findings were presented 
in numerical forms with systematic descriptions to prove the proposed 
hypotheses and to answer research questions. At the end of the study, the 
researcher managed to explain the proposed research framework which 
involved the extension of TAM. It was discovered that trust, ease of use, 
and usefulness are the main factors to online shopping in Saudi Arabia. 
On the other hand, two of the three moderators: social media, and 
facilitating conditions positively influenced the relationship between 
consumers’ intention, and online purchase, whereas the third condition, 
which was the perceived risk, was found on the contrary. Ultimately, the 
findings of this study will be beneficial for marketers to understand the 
intrinsic behavioural factors that influence consumers’ selection, hence 
avoid trial and errors in their advertising drives.
The results indicate that the GLCs estimated efficiency levels have improved 
over time. The levels tend to slowly converge with the FFs that represent 
international standard. The top GLCs are found to have been catching up 
faster, although they are still below the frontier of best practice. Labour 
input, as measured by staff costs and other personnel expenses, is found to 
have a strong and negative relationship with output generation, suggesting 
overcapacity in human capital. Thus, this study recommends GLCs should 
embark on capital intensive, human talent and productivity driven policy 
to ensure investment in labour input would not lead to further inefficiency. 
When incorporating corporate governance mechanism to examine GLCs 
technical inefficiency, and controlling for firm sector and size, the results 
show government ownership, board remuneration, change in directors, and 
the independence of the Board Audit Committee are significantly important 
in explaining technical efficiency. While ownership structure and directors’ 
incentive have been considered key corporate governance mechanisms to 
mitigate agency problem, this study finds that the effectiveness of the board 
is more relevant to address economic growth of the firm, thus supports the 
revised Malaysian Code of Corporate Governance, 2012 that propagate the 
importance of an effective Board of Directors. 
